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The business officer can contribute most to the 
dacational resources. „and can best provide input to t'^he,^ 
d by performing four tasks* The first task is assessing 
ina^ncial setting pf the wprld and the country in which 
on exists. Secondly, in assessing aiid describing the 
the institution itself, ^he must point out the practical 
of concepts such as efficiency and productivity, and 
e costs for the j3perations of the individual 
A third task i$ in facilitating decisiori making ^ 
cing, and resource allocation. Finally, the business 
rovide explanations of .decisions to facilitate their 
and acceptance. (JHF) . , 
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Presented herewith is the text of the talk delivered by 
Dr. Bojpen on Navember 22 during NACUBO's 1971 ^ 
national meeting at The Waldorf-Astoria in Nejo ^ork " 
City. Following it are excerpts from the remarks of his 
fellow panelists, Hans H. Jenny, of tlie College of 
Wboster; Clarence Scheps, of Tulane University; and 
Orie E. Myers, Jr., of Emory University. . 

The question lo which wc have been asked to address ' 
ourselves ^^lis morning is: **How ctin the business of- 
ficer best pi^ide input to the academic world?" For 
reasons Which I shall explain later I would like to 
propose a modest rephrasing of this question as fol- 
lows: **^Iow can the business manager contribute most 
effectively to the managing of educational resources 
under present (and prospective) conditions?" 

In trying to answer this- question more or less- con- 
cretely, 1 find it convenj^nt to think in terms of four 

> different— but related— tasks. The first two are quite 
general and can be described briefly; the last two will 

. require somowhat more elalx)ration. 

' As.s('s.mig lite (k'ncral Fitumcial Setting 

Whatever may have been the case in times gone by, no 
college or university today can view itself as an island 
unaffected by the* prevailing economic winds.^Ke fi- 
nancial prospects facing any of our institutiofis are af- 
fected to some degree by the outlook for the economy 
in general as well as by quite spgcific actions of the 
Congress. Revisions of the tax laws and various parts 
of the new wage-price apparatus illustrate the impor- 
tant effects oh colleges and universities of governmen- 
tal measures, designed for much broader purposes. 

One of the functions of a business officer in an ac£l- 
cicmip«etting ought to be to pfoyiije some intelligence 
jp^^is colleagues concerning developments of this 



kind. More specifically, Tthinf; that thejMJsiness of- 
ficer ought to assume a special responsibility for alert- 
tng his president and other appropriate officers to the 
likely effects on the university's finan/ial condition 
of the general economic outlook as well as likelyMeg- 
islative or administrative actions. Right at the mo- 
ment, for example, it appears to me as if earnings 
from endowments over the next year or two are likely 
to \yQ disappointing— in part because of underlying 
economic factors and in part because of elements of 
Phase 2 of President Nixon's n^w economic prograr 
Also, decisions regarding salary policies, rerpfr [if 
there i^ college or university housing to be mpKidered), 
student charges, and so on have to hvMfi^cd to some 
extent wilhin the context of the n^Mrional guidelines 
still beinfe tfeveloped. I hasten.t(5add that only the 
bnivesi o[ you wilLspeak witltc(;rtainty about any of 
.these matters. Indeed, cofuemplating the questions 
to which I have ju^i-^luded may make many of us 
(ook more favpr^fftly on the creation of Astrology 
Deparimeripjl-J^till, uncertainty is no excuse for saying 
\nothiiui^ and I think that business officers can be 
liclpftil to their colleagues by preventing them from 
(oolish extrapolations if ncithing CISC'. 

A)^se.ssing ami Describing 

T//r Economics of the University 

Th(' second task which I think most business officers 
oug^ht to assume also involvi's the application of some 
gencVal notions concerning tlie nature of 6ur economy. 
Here^ however, the task I hcjive in mind is describing 
the economics of the educational institution i||(qlf in 
a luci^l and helpful way. IncreasThgly^ alumni, trus- 
tees, faculty, and students will be debating the finan- 
cial policies of colleges and universities, and in the 
course of these debates assumptions will be made — 
explicitly or implicitly— about^the basic economic 




characteristics of these institutions. Too often, ("how- 
ever, these notions will be naive ones, bereft of any 
sense of fundamental economic concepts or, at the 
other end of the spectrurn, representing a simplistic 
attempt to' describe the college or university as if it 
were a producer of piston rings. 

' The business officer can perform an important func- 
tion by helping all of the constituencies of the college • 
or university to think intelligently about such .con- . 
cepts as *'productiviiy*V in an educational setting. In 
planning for, the future, it is important to be realistic 
in recognizing the economic implications of being a 
handicraft industry— which i§ largely what .we areX 
The opportunities (or technological change, ^pital 
accumulation, and mass production are all less for 
educational institutions than they, are for the economy 
at large, and this means th?it one ought to expect the 
re Ini mr cosis of higher education to rise over time. 
And, it is important for the general public, in partic- 
ular, to understand that in this respect education is a 
.service industry, whose economic problems do not 
stem simply (or even mainly) from economy-wide in- 
creases in prices. Our costs would go up even 'if the 
general price level were steady, and this needs to be 
understood, 

ihe-sanie time, thO fact that it is harder to increase 
productivity in colleges or imiversities than in many 
industrial concerns is no excuse for failing to make 
any effort to become more efficient in the relevant 
sense of that important word. (Let me stress that by 
l)ecoming *'more efficient," I do not mean simply in- 
creasing class size. ''Efficiency'* and "productivity" 
in th^e relevant economic; sense mean relating outputs 
lo inputa, and increjising cla.ss size can mean sacrific- 
ing important'qualitative aspects of education which 
in turn means less output, measured properly. This is 
not to s'^y that,cla.ss size should not rise — in many situ- 
ations it probably should— but it is to argue that we 
ought to get our concepts straight and not define ef- 
ficiency and productivity so as to make larger class 
size^ and greater efficiency equal by definition. J'hat 
misuse of concepts serves only to beg the important 
and difficuU question of the true relationship between 
class size and edftcational quality.) Questions of teach- 
ing mediods and class size aside^ there are things that 
can be done to increase productivity, and faculty 
mcnibers ileed to be encouraged to 'think about more 
efficient scheduling procedures for classe«, sharing*of 
scarce library arid computer resources with other insti- 
tutions, and so 'fo^th. . 

In describing the economic nature of the ediicational 
institution, the business officer also needs to help his 
associates understand such concepts as fixed Costs 
versiis variable costs. This simple dichotomy is impor- 
tant in analyzing the likely effects of changes in enroll- 
ment on teaching budgets and indirect costs. It is also 
important, as I have just had occasion to Jearn rather 
painfully, in studying the econonlics of food services. 
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Furthermore, the. concept of variable costs, iiid the 
need to relate incremental costs to incremeni^l reve- 
nues, are also critically important in evaluating pro- - 
posals for summer sessions, to cite but 6he more 
exarnple. , . ■• J • 

It would be easy, to list other basic economic Concepts 
wJiich have major implications for the mjitiaging of 
educationatresources (for example, the n^e^'tO impute 
capital costs when funds for a newj-^oilnjitory are ' ' 
givOil by a donor). However, ^ou will jthihk'of other ' 
examples as quickly as I can, and the '^c'nerlil point I 
^ want to make is simply that the businessi qff i(fcr should 
not hesitate to point out the practical ihi'^iacations of 
these concepts" for the operation^ of lliis own 
institution.* ' * ^ . v 

Facilkhting Decision Making and ConlrM ^ ■ - 

Understanding the basic economic ch^i^^cttoristics of a 
college or university is, unhappily, iidjsubstiiutc for 
making a great many hard <jlecisions,,T|lje decisions to 
which I refer include both pricing decj[sior|s <what to 
do about tuition and room 'and board)' ^^nd resource 
allocation decisions (how much shoUjd^W spchl for 
faculty positions, for the library, for supp(/rting| ser- ' 
vices, for stUdent aid, and .so on). Moreover ..almos^t all 
of these decisions involve choices between the present 
and the future (hpw large a deficit can ;we affor 
run now, what will be the long-run effdcts of a re 
tion in the library budget, what portipn of en 
meni income can be spent in the currtSfiVt fisc^al ;r 
without endangering the corpus ot thejCiAnd, and' 
on). * ^ V 

All of tliese'are "hard" decisions in two Very differe|u 
senses. First, they ^rc hard because they involve geni 
inely difficult j)ifS?ues of choice which depend, amoit 
other ihiifgs, on imperfect assessments of the effec 
of different courses of action, on the educational pre 
gram pf the institution.. Even if everyone were/ i 
agreement as to the relative importance of, say, grad 
uate work versus undergraduate work, it mighy still 
l)e far from oF)vious how particular decisions concern- 
ing ihe Computer Center or the Libr&ry would affect 
either, especially in the long run. Second, tlK'se are 
hard decisions in the sense that they involve ythe well 
l)eing of various groups and, indeed, of particular in- 
dividuals. Under jbresent budget constraints, there is 
pain apfenty to be lK)rne (terminating appointments, 
allowing real standards of living to pe reduced, 
increasing workloads), and whenever tjm is tl^e case 
the decisions to be made are difficidJ^^mes for this rea- 
son alone. An enduring strengilH^fmany colleges and 
universities js that they are pebqliarly human institu- 
tions, arvd thus the way in which these hard decisions 
are made and accepted becomes very important to the 
welfare of the institution as well as (o the individuals 
most intimately concerned. ' \ 

In the balance of my remarks this morning, I will iry 
to spell out some specific things that I believe biiii- 
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ness officers can do to make the process of reaching 
hard decisions go as well as possible. 

1. The budgetary process should be structured from 
a tinting standpoint so as to f)ermit al} competing ^ 
claims on university resources to be evaluated more or *. 
less simultaneously. Until recently, many of us were 
in the habit of making important budgetary decisions 
at different times during the year. For example, com- 
mitments concerning new faculty positions were often 
made well ahead of decisions regarding supporting 
stati or library appropriations. While it is easy to see 
thp praciicil considerations that led to spreading out 
• ^ ihese ac^cisioi^s over a fairly long period, proceeding 
/ in this way simply, is not conducive to making clear 

/ choices. If the decision. maJcing process is to be as ra- 

tional as possible, it is necessary that expenditures on, 
say, athletics, be comp(jired with expenditures on Jac- * 
uUy/po.^itions^and on supporting services before any 
commitment^'inrr made. \\\ most instances, this will 
require an acceleration of the budget making process, 
\/ith trial budgets prepared as early as late October or 
/ mid-November so that decisions regarding faculty 
/ ^ positions am be made early enough to permit effec- 
/ live recruiting. Adjusting the timing of the budget 
process in this way will mean more work and will 
impose added strains on business officers^and their 
staffs; this proccMdural adjustment, however, is a neces- 
sary first step id improved decision making. 

Simultaneous consideration of competing requests to 
spend money also requires knowledge, fairly early on, 
of the total resources likely to be available in the next 
fiscal year. Hence, business pfficers need to project in- 
come from all sources soon enough to present a com- 
prehen.sive picture of the financial condition of the 
institution before any decisions, even tentative ones, 
are made regarding expenditures. And, on the basis 
of some painful experience of my own, I would urge 
thatahis. "comprehensive" picture be truly compre- 
hensivQ---that it include all sources of income and, all 
forms of expenditures, including sponsored research 
and charges to restricted accounts. It is tempting, in 
the interests of simplicity, to wqrk only with "general 
funds'* budgets. This kind of partial approach can 



lead, however, to serious errors of estimation and to 
wroilg judgments*- concerning the needs of various 
departments and activities. The basic reason is that 
njost colleges and universities are sufficiently intc- 
.grated organizations that diey simply cannot be splilv 
up imo ^restricted and general funds portions without 
confusing rather than clarifying basic relationship?. 
To repeat, I Speak from painful- experience. 

2. Financial data nevd to be organized according to 
the logic of decision making as well (ls according to 
the logic of control. Different kinds of costs need, to 
be* grouped together under the program objective 
which they serve so tharthe college or university will 
"know the full implications of pursuing, say, gt^ncc 
work in Psychology. Thus, space costs, casts of si(p- 
porting services, sjjecial library costs, and the cosfs of 
grytfuaie. student support need to be grouped with 
, faculty salaries to provide a unified picture of expen- 
ditures for, siiy, graduate work in Psychology. 

rhis is, if you will, a plea for..progpni budgeting, but 
it is a plea for program budgeting with a small "p." 
I am not advocating grandiose systems which are 
cosily to install and of marginal use, whatever tlteir 
aesiheric appeal. Surely it would be wrong to apply 
coJSi benefit analysis to eK-ryihing but cost benefji 
analysis itself. .What I am advocating is relatively 
simple rearrangements of budget entries io permit 
inielligein compjirisons of alte'rnauvj>flfograms. 

Let me give one example* of what I am proposing. At 
my own university tht' ability of the Dean of Graduate 
School to evaluate the resource costs of graduate stu- 
dent support and to consider alternative modes/of sup- 
port has long suffered from the fragmcfnted and decen- 
irali/.ed nature of the entire process of providing funds 
to students. Some fellowships have bepn awar'de^l at 
the departmental level from the restricted accounts, ■ 
others have been obtained by individual students on 
the basis of national competitions, and still others 
have Ix^en awarded by the Dean of Graduate School 
himself from^^ndowed accounts and fjom some appro- 
priations of. gejieral funds. In adduion, significant 
numbers of gradijiate students have received aid in the 
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form of assistanCships in research and in instruction', 
with the former determined largely by the leaders.of 
sponsored research projects and the -latter determined 
by department chairmen in consultation with ihe 
Dean- of the Faculty. Finally, many graduate students 
have been receiving support in the form of housing 
and dining subsidies, with the amounts here deter- 
mined by the real estate department and the depart- 
ment of dormitories and food services. 

As long as funds for graduate student support were 
relatively plentiful, this varigated structure, with bud- 
get entries related to graduate student support appear- 
ing under many headings in the chaVt of accounts, 
may have been satisfactory. Now, however, financial 
stringency requires a more comprehensive and coordi- 
nated <sct of data. Having worked for the last two years 
with oyeralUestimates of support from every source, 
we believe that we are dating a better job of using the 
limited funds at our di|posal— a better job both in 
terms of bur ability to attract good students and in 
t£rms crf^oYir ability to allocate fairly what we have' 

done. \ • ^ ' 

•% ^ • 

One more word needs to be said concerning the treat- 
ment of graduate student housing, because it illus- 
trates so well the gener^il poim I am trying t6 rnake. 
For many years Princeton has provided housing for 
^ some-— but by no means all— married ghiduate^tu- 
dents as well as single students, And, whilAthis holus- 
ing has carried rents well l)clo"w market levels, thlfe 
has often' been controversy over profKJsed inCTeases™ 
rents. Needless to say, Jio one likes to see hidyor n|r 
rent increased, especially wiy^en the family is aJre^^' 
Jhard pressed financially, as is the case of many Vi 
u?m;student couples. Under these circumstancq;, M- 
was e5^eedingly diTficult to have reasoned discusstoi\*^* 
of r^irfal policies, and of attendant effects on eq jilW 
jjnrfong graduate students in and out of univeisii%| 
housing, so long as consideration of rents was ^'epWy^ 
amed from consideration of other Jornis of gradiiatem 
student suf)fJorL As a result, there had been a steady 1^ 
increase for sonp^ time in the subsidies going: to those 4 
graduate students fortunate enough lo live in univer- \ 
sity housing. ^ ^ ' | - ^ 

With the advent of a budget for graciuate stifdent ^up- 
port constructed along more programmatid ijnes, 
however, it was possible to change the framework 
within \vhich rental policies were set. We maae it 
clear that subsidies on graduate student housing ^ere 
viewed as a form of support just like fellowships, Ifhat 
there would have to be a. set amount of funds availi|ble 
for graduate student support in all forms, and that 
therefore every additional dollar of subsidy for hoUs- 
ing would mean one less dollar of fellowship mon^y 
avaHable. Once the situation was {defined in these 
terms, it became easier to discuss the advantages and 
disadvantages of alternative modes of support. Hous- 
ing subsidies came to be seen not as an end of policy,^\ 



but as qne among several methods of achieving an 
objective: namely, to use the limited fiinds available 
ai* effectively and. as fairly as possible for the support 
of all students. 

• 3. It is important to include nonfinancial data along 
with financial data xmder various program^ headings. 
•All too often, decision making in colleges and urriver- 
sities has been hindered by the lack oL integration of. 
data dealing with flows and data dealing with mea- 
sures of educational activity (number of courses 
taught, number of students enrolled in different de- 
partments, and so on). In many institutions, the Con- 
troller's Office and the Registrar's Office have not 
always worked as closely as would have been desirable 
from the standpoint of managing educational pro- 
grams. Fortunately, modern methods of data process- 
ing (anJhere again I do not mean, to suggest overly 
elaborate approaches) make it possible to show on a 
single form, both the money costs of a program and the 
nurpbers of students served by it: This simple step in 
tuVn makes it much easier td compare various Under- 
takings and to evaluate requests for additional funds. 

4. // is necessary to present dala several years into the 
future. We are past the point at which it is possible, to 
make obeisance to forward planning and then to look 
seriously at the next year alone. Commitments made 
in the present almost always have financisil implica- 
tions into the future, and these implications need to be 
unaersioodatthe time^he initial commitment is made. 
Also, the savings associated with a particular budget- 
ary decision nidy seem very small if looked at only in 
the context of one year, but may look mqch larger 
when followed through the budget sys\em for several^ 
years. 

Increasingly, trustees, regents, alumni, legislators, and 
others from whom weseek sufpport will want to know 
how well we are pjanning-for the future/ Business of- 
ficers and others responsible for the overal.1 planning 
of the university*will have to be able to provide projec- 
tions of costs and incomes tinder various assumptions. 
And, I want to emphasize that simple extrapolations 
will not suffice. What is needed is a coordinated set of 
multi-year plans for academic and n/bn-academic de- • 
partments which take account both of. resources costs 
and as.socialed levels of educational activity. 

^ Again, perhaps arfillustration will be useful. Provid- 
ing adequate student aid has become one of the, most 
difficult problems which all of us face. Rising tuition 
charges make it more and more difficult to flichicve the 
diversity and equality of opporttinity within 'the stu- 
den^.body which are so important to the society as well 
as to each of our institutions. Faced with pressures to 
provide more scholarship funds, it is tempting to look 
at the financial ai^d budget on a one year basis. But, 
this is an exceedingly dangerous procedure if the insti- 
tution feels a commitment to continue to provide aid 
to 'students initially admitted with support, as most of 
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us do. Ill shoi<L[inapcial aid at the undergraduate level 
is» almost by d^Rliuioiv, a four year commitment and 
it has to be viewed 'ai such. In considering alternative, 
student ai3 budgets at Princeton last year, wc* 
constructed detailed tables tracing through the effects 
four years into the future of each of the approaches 
under investigation. This; led us to be fhore realistic * 
/and also, I think, more honest with ourselves. As one 
result of this exercise, we separated the student aid ap- 
propriation between funds allocated to entering stu- 
dents and funds allocated to continuing students. 
While this distinction did not matter greatly from the 
standpoint of accounting for scholarship funds ex- 
pended, it did matter greatly from the standpoint of 
future commitments. If the Bureau of Student Aid; on 
its own initiation, ,can shift SI, 000 of scholarship aid^ 
from continuing students to entering students, it can, Y 
in effect, require a new $4,000 commitment in the| 
future. 

Presenting data several years ahead can also be Very 
important from the standpoint of individual d'^part- 

''ments, as well as from the standpoirtt of the central 
university. In the absence of forward planning of some 
kind, an academic department may recommend Smith 
for a tenure position this year without realizing that 
what it is really doing is foreclosing a tenure appoint- 
ment for Jone§ two years from now. Of course, all for- 
ward plans must permit modifications and must in-c 
volve some degree of flexibility. However, if they at 
least make departments aware of the probable implica- , 

* tions of a decision this year for a decision to be taken ' 
in the future, they will have served 'an important 
purpose. 

5. Planning, budgeting, and control funcjl^ions must 
be closely integrated. Now* let me add a word of cau- 
tion. In recommtnding changes in methods of organ- 
izing, presenting, and analyzing data, I want also to 
recompiend as strongly as I can against abandoning ■ 
tradititMral methods of record keeping until the nevy 
system is fully established— and even then, it may well 
turn out that the older systems continue to be best for 
purposes of control. To speak again from painful per- 
sonal experience, let me stress the importance of main- 
tain inf^ the closest possible rejatiqnship between what- 
ever new forrps of presentatio^ arc developed and 
established bookkeeping ari^d y accounting systems. 
Planning and budgeting decisions have to be trans- 
lated into a controllable form it they are to mean any- 
thing, and the business officer plainly occupies a 
critical position in seeing tha^' bridges are maintained 
between bookkeeping and accounting systems and 
presentations of data in a form more suitable^ for deci- 
sion making. 

I coi*ne now to my last heading: Facilitating under- 
standing arid acceptance of decisions which are bound 
io be" unpleasant for many people. In hard times, in 
particular, there is simply r\o substitute for the under- 
standing 6nd cooperation o^ all those who share a com- 
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mitm(?ni to the institution— students, faculty, research 
personnel, library staff, administrators, supporting 
staff} trustees, alumni, parents of students, and other 
frienfds. And, if we are to expect cooperation and good- 
will'from all of these groups — which, while sharing a 
common commitment to (he university, often have 
particular intert^ts which conflict sharply— we must 
provide information. We must explain frankly and 
fully the riliture if olir overall problem and what we 
believe can and should be done about it. 

Facilitating Understanding and Acceptance 

The business officer can make major, contributions to 
this important objective. In carrying out all of his 
tasks it is important that he do what he can to make 
the materials he presents compreherisible to a broad 
array of interested parties. For example, in projecting 
tyition income he should take pains to show how he 
arrived at his prbjection — what assumptions he made* 
about enrollment, attrition, and so on. Thus, if some- 
one has a different sense of likely attrition, it is pos- 
sible to revise* the projections accordingly. Business 
officers have a natural tendency to present materials 
in the form of tables and printouts. I yield to no one in 
stressing the value of material presented in this way. 
At the same time, I think it is essential that such tabu- 
lar fY^sentations be accompanied by footnotes "and 
text. \f we are going to include more pneople in the 
process of thrashing out answers to questions of re- 
source allocation,'as I ijiihk we must, we arc going to 
have to help these people see the choices before them. 

Pefliaps it is^clearer bow wliy I chose at the outset of 
these remarks to rephrase slightly the question to be 
considered by diis panel. More and more, I see the 
lines between various elements of the university com- 
munity blurring, and I see the business officer as an in- 
creasingly active participant ill many phases of the 
process of managing educational resources, not just 
as a producer of financial tables. 

To sum up the theme of these last few remarks, one of 
my recurring worries about the financial crisis through 
which uU of higher education is now passing is tbat it 
will increase divisiveness within the universities, and 
to an excessive degree. The age-old tensions between 
the student body, faculty, administration, and alumni 
are nodoubt healthy, up to a point. I believe, hbwever, 
that the kinds of stresses and strains we face now push , 
well beyond this right degree of tension. We face a 
grow.ing prpspect of adversary relationships which' 
will interfere significantly with the sense of com- 
munity and with the climate for learning which are 
so important at educatibnal. institutions. Strict bud- 
get limits have a potential for exacerbating conflicts 
between races, and between the middle class and lower 
income groups, as well as between departments. As a 
result.^ontrary to the views of some other people, I do 
jieve that gre^it economic adversity will prove 
conducive to reform. On the contrary, I think there ^ 
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sui rounding I'diKiitionai nuaiuc. in makuig litai liu 
need for choice— in ^iiori, by servnig their < ()llej4es and 
universities as busniess officer who arc themselves 
educators. ' 




HANS H. JENNY 

Vice President for Finance 

and Business 
Thet^ollege of Wooster / 



Dr. Bowen has assigned the business officer'quitc a' 
tas1<. Of cpurse, I am sure, he is aware of the 'fact diat 
: many of you have more or less successfully tried to ful- 
fill the functions he has outlined for us. Arid if there 
are still people in the audience (md in our association 
who either have not heard this rnessage or whose pro- 
fessional counsel is not sought or is igncired by the 
chief administrators of their respective institutions, 
then let them read Dr. Boweri'sr message and pay i| 
heed. Overall, 1 am sure, we should be flattered by the 
compliment he is pnying the /profession. 

My first follow-up conimenl) centers on die topic of 
"top college management oi;ganiziition for decision 
making.*' When we get past! organization charts and 
beyond theory, we must reali/.e that in the academic 
scheme of things the peckingi order far too often places 
the financial and business Imanagement component 
in a siibordinate position. Worse yet, untiJ recently, 
and in too many of our priviite institutions, questions 
of finance and business ranked among the last ques- 
ions asked. ... 



If I can make a recoinmendjition it is this; that college 
and university presidents— Particularly those from the 
private institutions— be given by their trustees some 
tough but meaningful fiiltincial constraints, such as 
that no *major faculty, student .services, development 
office, or oijier decision ii taken without the full in- 
volvement of die finance and business office. Once 
this is accomplished, much of the rest may follow. I 
trust that many present here today would agree thaj 
appropriatp organization! and intelligent finimdnf 
constraints are of the cssclnce and seem to Ix? litHcing 
too frequently. 

My second response is slightly different and addresses 
itself to the finance and business officer. 



I U— the business oflicer— is the fiscal and operational 
guaiclian of die academic (in the broadest sense) enter- 
prise, lie must .help the president so that die latter's 
promises and dreams can come true. Financial and 
business inaiiagemeot are enabUn^ activities and 
duties. Tlius my second point; we are not obstruc- 
tionists; we should not make academic policy; we are 
the men making possible the impossible. 

From this stems one crucial opportunity which we as 
a profession have tnissed more often than we have 
taken it; the opporiuniiy to updaiv our fiscal and man- 
(ignnnU concepls(ind tools. This is my third, and most 
important, response. ... 

There is all diis talk abroad today concerning the fi- 
nancial crisis ill higher education. Snck-cloth and 
ashes, no less. In our studies (Jenny-VVynn) of forty- 
eighlHTrivate colleges, tlm seems indeed to Ix' the aise. 
Wm^'iiing deficits «dl over tlic^.^)lace.^ 

lyontend that die crisis is less financial than it is con- 
ceptual: The financial reces^pn is to a large extent 
the result of stereotypes in'^^financial management 
thinking. Not all sterl^otypes are bad. of course, but 
colleges and universities seem to cherish a surprisingly 
large Jiuniber of dysfunctional and harmful manage- 
ment concepts. , / - 

I shall* mention three problem areas where innovation 
Is either imminent or long overdue, die first two 
merely in passing. ^ 

First, higher education is riiade up of several groups 
of institutions wlijicli are substantially different in 
their nature. Recotnizing this, it would seem to be 
logical that pol^iciJs (national and otherwise) and re- 
source planning ^Hid management be designed to s^Uit 
each type according to the. requiremenus dicuited/by. 
the special nature of each group. But instead, we 6rg- 
anize our associations, committees, and concepts t^o as 
tc^reach an agreement across nationalities, so to speak. 
No wonder we move like one of those slow convoys 
during World War 11, an easy target to lurking 
dangers; inpstly we move not at all. 

Seccjiidjaj^ other extreme, we act it] such a decen- 
trajjMV^aniier that we^ have become perhaps die 
mcmu' of the .self -centered, inner-directed set of in- 
stitntit)h^jii existence in modern times. One aspect 
of this— wl^icli we all^'must have experienced at one 
time or another— is how each one of us is prone to re- 
iiiveiil the wheel, time and time again, and sometimes 

^Thr (»(il(lrn Yran. VUc Ford Foundation and Viw^j()\ki*v of 
WoosUT. 1970: Turnniii Pnnit. Hit- (x)lk»KC of VVoosu-r, 1971 (to Iw 
publislu'd). '*f> 
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wiihin a given college or university in several places 
at oncel Division of labor, thai old chestnut of produc- 
tion efficiency-, is not very well knov^n or found often 
in university and college management. Tlie fetish of 
uniqueness, no less, Rfsult: we all end up doing the 
same thing about the ijame way. 

Third, since the problem of colleges and universities 
is resources— how"" muph, what kind, and when— one 
would think that the financial managers had devel- 
oped a well-rea.sonecl set' of theories of resources, of 
fixed plus variable costs, -and of the long-range overall 
resources requirements. 

The notion that current annual income must generate 
some capital formation has Ix'en repugnant lojhe in- 
dustry for convoluted rationalization for tne most 
-^[^art. Yet, the 196(rs. for instance, could have l)een an 
appropriate time to implement as a general principle 
one of the soundest concipts available to us from in^ 
dustry: the user should make some small payment for 
using up aipital. * ^ . . 

Management concepts which are imaginative, which 
are tailored to changing times and changirrg needs are 
()U7^ responsibility. When you work with \yeak, dys- 
fyiactionafy outdated concepts, you^-nd up ajiking the 
W()ngquestioii§ juid may. among the bad answers, in- 
herit a financial fiasco.' 

Maybe Dr. Bowep wfs iod polite to say ibis; I am cer- 
tain that he hiis thought of it; mil W} all must have 
the nagging thought that Nome o^ the blame for the 
present financial crisis in pri\'ate colleges and univer- 
sities must go to us. 5 

Once we accept the responsibilities and the challenge, 
howt^ver, we nhall find many new avenues for extend- 
ing our institutions* respective life spans again and 
again. ^ ' ' 




CLARENCt: SCIIKP.S 

Iwrcuin'r Vicr PrcsuUnU 
Tulane University 

I find myself in almost total agreement with Dr. 
Bowen on his definition of the role of the business 
officer in managing educational resources. ln my judg- 
ment. Dr. Bowen thhiks like a business officer-^^and 
this is the highest mmpliment that one tan an 
academician. 

As a frame of reference to my brief comments, i would 
like to focus on the role of the business officer in man- 
aging educational resources in the context of the sev- 
enties—a period characterized by financial distress, 
depression, uncertainty, eroding* public confidence 



and cliange. As 1 see* it. Hie role ol all adlninistrative 
officers will become more diffictilt, and more impor- 
tant, because of tlie multiplicity of the problemsjol 
higher education, especially the financial ones./iht 
business officer has to devejop new ways and WQVf tech- 
niques, not onlyio provide meaningful input to the 
academic w6rld but^ of equal importance, to achieve 
a situation in which the academic world uses tliis in- 
put in niajcing educational decisions. In too many in- 
stances, inahe p-ast, the business officer has been a 
voice crying in the wilderness — information and 
analyses which fie has prepared have gone unused. 

4 ligher educatioa in the seventies faces difficult times. 
Tliere seems to be no question about the exister?i:e of a 
deep financial depression in higher education. . 
Until receittly I was among those who contended that 
only through greTitly 'increased revenues could the fi- 
nancial ills of higher education be cured. I no longer 
believe this. 1 am now convinced that l>oth sides of the 
equation will have to be attended vigorously and 
imaginatively. Tliat is, as we energetically pursue ad- 
,^ditional sources of revenue, we must at the same time 
strive to liiake ouf systems of higher educatipn and 
our individual institutions more efficient. There is 
some evidence that these two goals aYc cleyrly inter- 
related, since our inability to produce sufficient addi- 
tional revenues at this time may be due in part to the 
crisis (rf confidence on the part of those who would 
provide the funding— slate legislatures, private don- 
ors, the Federal Government. Some of the erdsion in 
cpnfidence has resulted from the widespread belief 
that higher education has not managed itselt as Vffi- 
'x'iently as it might. Progress, expansion, enrichment 
in higher education have been nothing short of mirjic- 
ulous in the past TWO dl'cades. l](utour individual insti- 
tutions as well as our statewide- systems of higher edu- 
cation have been expanded with little thought of the 
costs of such ex|)ansion. hi a rejjl sense we were living 
in a dream world.^ 

Now to lurn specifically to the question posed by the 
panel: Mow can the business officer best provide inptit 
to the acadexhic world— an inp6t which will coniri*- 
buie to bringing about an improved coordination 
betwmV'rciy^nue&-andwCxpcnditiires? I can only under- 
score, and perhaps paraphrase, whaf Dr. Bowen has 
already stjtted in hi?i excellent paper. I would mention 
fi')ur areas in which the business officer has much 
to contribute: * . 

First, the business officer must do what^]ie can to see 
to it that adequate academic blanning and bud|geting 
systems are developed and /ised in his institution. 
These systems should cover a time frame of more 
than one year and should provide the mechanism ^or 
intensive periodic review of past programs, activities, 
projects, and expenditure levels. Call this program 
iDudgeiing if you will. 

In the .second place, the business officer must /be 
responsible for developing ways of educating/^ the^ 
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president; the faculty, and the trustees on the ad- 
vantages and benefits of sound iinandial administra- 
tion. ... ^ \ 

In the third plaqe, the business officer must be avail- 
able to all the constituencies of the institution on 
rnatters relative to the financial status of his institu- 
^ tion. In my judgment, there is no Valid basis for secrecy 
on a cQllege campus. If we are to: bring about change 
in our educational institutions, which will lead us 
away from the path of insolvency and bankruptcy, 
our faculty more and more rfiust become responsive 
to the needs for change. 

Finally, I am conviced that one important impedi- 
men; to the task of increasing productivity in higher 
education is the nature of administration in the typical 
institution and the budgeting process traditionally 
employed. I am referring to the fact that -in most 
institutions the development of programs, other 
than sponsored projects, js sharply separated from the 
administrative res|x>nsibility involved in securing 
support for these programs. . . , It Seems to me that 
'the budgeting process is going to have to be reformed 
SO that the faculty member will feel a sense of 
responsibility for the entire budgpt process anrf will 
be in a position to help change«-the financial impact 
of programs and activities that ht has advocated. 




ORIIvE. MYKRS, JR. / 
I'tct* President for Business j 
En)ory University 

There Hxu a couple of poinis^ that I would, like to 
emphasize which I think arc apropos todc^/iVIy first 
poinl relates to a topic which has been allnded to by 
Dr. Bowen and was touched earlier by Enri McGilL 
I would like to sugf^est that if we are to l>e able' to 
copc^with these trying timps in the fitld of ^higher 
education, which have been mentioned a^ainrnnd 
again, then oneof^the most effective planners in which 
we ran handle these problems is to bHng a*>out an 
even closer working Tehitionship, an even greater 
^'team relationship, between the^hief business officer 
of the university and the th\e{ academic officer. I 
think it is absolutely imperative that these two people 
develop an atmosphere of cooperation, an atmosphere 
or condition under^vhich proper and effective dp^ 
cisions can be made, a cooperative atmosphere that 
is recognized throughout the campus. I, must add 
my fear in this respect that perhaps all too often wey 
are becoming alarmists; not that there is not plenty^ 
about which to be alarmed, but it is necessary that 
we approach these problems in a constructive rather 
than with an alarmist attitude. 



I think that w^ c^n be too much of an alarmist^ and 
too little of a team seeking to find answers-to qur 
problems. We must face these problems,* using what" 
Dr. Bowen referred to as^a "decision-making process'^ 
which brings about effective decisions, understanding, 
and cooperation. • 

We must not let our decisions become s'pohtaneous 
announcements of biases or proclamations based upon 
nothing. Rather, they must be decisions based upon 
a sound analysis of facts, a studying and a weighing 
of all of the possible alternatives, and then the 
arrivaj at a decision — a decision which is the decision 
of management, not jiist'bf the president, certainly not 
of the business officer or the chief academic officer, 
but a decision of the management team of the 
institution. 

* 

The second point that I wcfuld likef to- m^ke^ is in 
^'reference to Dr. Bowep's statement concerning the 
simultaneous evaluation of all claims on financial 
resources of the university in its annual process* of 
budgetary 'review. I certainly agree with that point 
as I agree generally with Dr. .Bowen's excellent 
paper. But I would suggest that a, 'great piany of these 
"financial" decisions are not made in the strict 
budgetary Vrocess. Altogether too often we think lliat 
annually we sit down and decide how we are going to. 
divide the budgetary pic'liow we are going to allocate 
the financial resources of our university, when," in 
reality, most of those decisions have already been made 
on a day-to-day basis. Often when we think that we ^ 
are making a minor operating decision, we 'clo not 
realize that we are making a major budgetary decision.^ ' 
Often this is when the decisions are n^ade that deter- \ 
mine the slicing of the budgetary pie. Spmetipies these ^ 
detfsions are made when we accept a gift or a grant;: 
'Vhen we don'l realize that we are allocating resources. 
Bui the implications of 'that gift involve the arriving 
at a decision on the allocation of financial respurces. 
Often as we agree upon new policies for personnel, 
purchasing, ai4?^iliary enterprises,/jand so on, not a 
budgetary decision but af policy or a pro- 

cedural decision during the academic year, v/(f have 
made a decision which has profound effects on .the 
budget. The point here is thi|t as we make day-lo»day 
operating decisions, truly they, are- very often bud- 
getary decisions. As you plant an acorri. you often 

Ix'come responsible for an oak tree— or even a forest. 

t 
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